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CONEIDENTIAL LONDON 16422 
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SUBJ: COEFEE: BRAZIL PAPER ON NEW INTERNATIONAL COEEEE 
AGREEMENT (ICA) 

REF: LONDON 16174 

1 . WE ARE TRANSMITTING BY AIRGRAM (COPY TO O'DONNELL) 
INTERNATIONAL COEEEE ORGANIZATION (ICO) DOCUMENT 

EB 1325/74 (E), DECEMBER 11, 1974, PROPOSALS AND 
COMMENTS BY BRAZIL ON NEW ICA. THIS DOCUMENT IS SOME- 
WHAT BROADER THAN BRAZILIAN VIEW REPORTED REETEL. 
HOWEVER, MAJOR THRUST IS AS REPORTED, I.E., BRAZIL SUG- 
GESTS A QUID PRO QUO ARRANGEMENT WITH MAINTENANCE OE 
REAL VALUE PROVISIONS EOR PRODUCERS AND A RESERVE 
STOCKS SYSTEM EOR IMPORTERS. 
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2. MAJOR ELEMENTS OE PAPER ARE: 
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(A) MAINTENANCE OF REAL VALUE. THIS POINT IS 
HIGHLIGHTED IN INTRODUCTION AND DISCUSSED IN PART III' 

UNDER HEADING "PRICES. " PART III STATES TWO OBJECTIVES, 

(I) MAINTENANCE OE REAL VALUE AND (II) AVOIDANCE OF 
EXCESSIVE PRICE ELUCTUATIONS. RE (I), PAPER STATES THIS 
OBJECTIVE QUOTE IMPLIES THE AUTOMATIC CORRECTION OE 
PRICES TO COUNTERACT BOTH FLUCTUATIONS IN PARITY OF 
THE CURRENCY . . . AND CHANGES IN PURCHASING POWER 
OE EARNINGS . . . UNQUOTE. OBJECTIVE (II) WOULD BE 
REACHED BY REGULATING SUPPLY VIA UPPER AND LOWER PRICE 
TRIGGERING POINTS. THIS CHAPTER ALSO STATES THE 
AGREEMENT SHOULD ADOPT INDICATOR PRICES WHICH ARE "TRULY 
REPRESENTATIVE EOR THE VARIOUS GROUPS OP COPFEE." 

(B) STOCKS. PART IV IS A VERY BRIEP PROPOSAL EOR 

A RESERVE STOCK SYSTEM. SUCH STOCKS PRESUMABLY WOULD 
BE HELD IN THE EXPORTING COUNTRY AND CALCULATED ON 
A BASIS OP A PERCENTAGE OF THE ANNUAL EXPORT QUOTA 
EOR EACH COUNTRY, AS SET BY THE COUNCIL. THESE RESERVE 
STOCKS "WOULD BE SUBJECT TO STRICT CONTROL AND SUPER- 
VISION OP THE ORGANIZATION ..." 

(C) QUOTAS. PAPER PROPOSES ANNUAL EXPORT QUOTAS 
LINKED TO WORLD COPFEE CONSUMPTION REQUIREMENTS. ALSO 
ENVIGAGED ARE "BASIC QUOTAS" WHICH SHOULD BE SET 

EOR A FIVE-YEAR PERIOD IN THE NEW ICA. ELIMINATION 
OP "NEW MARKETS " CONCEPT IS PROPOSED. 

3. FRENCH REP SCHWEISGUTH TOLD US MORNING OP DECEMBER 
16 THAT HE HAD ALSO DISCUSSED BRAZIL POSITION WITH 
SOUTO MAIOR. LATTER APPARENTLY UNDERLINED SAME POINTS 
AS THOSE IN REPTEL. SOUTO MAIOR'S RESPONSE TO 
SCHWEISGUTH'S OBSERVATION THAT CONSUMERS WOULD PIND 
MAINTENANCE OP VALUE PROVISIONS .'PROBABLY IMPOSSIBLE 
TO ACCEPT," WAS THAT THIS PROVISION WAS PRECISELY WHAT 
BRAZIL THOUGHT THE ESSENCE OP A NEW ICA SHOULD BE. 

SPIERS 
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